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  MATERIALITY IN CORPORATE SUSTAINABILITY REPORTING WITHIN UK RETAILING  
      Peter Jones, Daphne Comfort and David Hillier 
͚Oǀeƌ the past deĐade the paĐe of Đoƌpoƌate disĐlosuƌe aŶd ƌepoƌtiŶg of aŶ oƌgaŶizatioŶs 
sustainability journey has dramatically acĐeleƌated͛ 
(Governance &Accountability institute Inc.2014)  
Abstract 
 The concept of materiality is attracting increasing attention in corporate 
sustainability reporting. This paper offers a preliminary examination of the extent to which 
the UK͛s leadiŶg retailers are currently addressing materiality in the sustainability reports 
and offers some wider reflections on the ways retailers are embracing materiality. The 
paper begins with a short discussion of the concept of materiality and on its determination 
and the paper draws its empirical material from the most recent sustainability reports 
posted oŶ the IŶterŶet ďǇ the UK͛s top teŶ retailers. The fiŶdiŶgs reǀeal that there are 
ŵarked ǀariatioŶs iŶ the eǆteŶt to ǁhiĐh the UK͛s leadiŶg retailers are eŵďraĐiŶg materiality 
and that there is no evidence of a sector specific approach to materiality within the UK retail 
community. More generally the authors argue that methods currently being used to 
determine materiality are flawed and that retailers seem likely to continue to face 
challenges in looking to reconcile the relationships between executive management teams, 
investors and a wide range of stakeholders in operationalising the concept of materiality. 
The paper provides an accessible review of the extent to whiĐh the UK͛s leadiŶg retailers are 
currently embracing materiality as part of their sustainability reporting process and as such 
it will interest academics, students and practitioners interested in retailing and corporate 
sustainability.   
Keywords-Materiality; Sustainability; UK retailers 
Introduction 
Sustainability continues to grow in importance inside companies around the world.  
A survey of business managers and executives undertaken by MIT Sloan Management 
Review and The Boston Consulting Group (2012) suggested that ͚7Ϭ% of ĐoŵpaŶies haǀe 
plaĐed sustaiŶaďilitǇ peƌŵaŶeŶtlǇ oŶ ŵaŶageŵeŶt ageŶdas͛ and Carroll and Buchholtz 
(2012), suggested that ͚sustaiŶaďilitǇ has ďeĐoŵe oŶe of ďusiŶess͛ ŵost ƌeĐeŶt aŶd uƌgeŶt 
ŵaŶdates.͛  At the same time effective sustainability reporting is increasingly seen as a vital 
element in communicating with stakeholders about how companies are performing against 
strategic environmental and social goals. Sustainability reporting can include a wide and 
varied range of issues and reporting practices are constantly evolving but   Ernst and Young 
(2014) argued that while ͚todaǇ͛s ŶoŶ-financial reporting environment can seem complex 
but there is one commonality amongst the various reporting initiatives- ŵateƌialitǇ.͛ In a 
similar vein GreenBiz (2014) identified that a focus on materiality as one of the top four 
sustainability reporting trends in 2014 and argued that the ͚foĐus is iŶĐƌeasiŶg iŶ the 
sustainability world on the principle of materiality as the essential  filter for determining 
which environmental, social and governance information will be useful to key decision 
ŵakeƌs.͛  In simple terms within sustainability reporting, materiality is concerned with 
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identifying those environmental, social and economic issues that matter most to a company 
and its stakeholders. While all companies have a role to play in promoting the transition to a 
more sustainable future within modern capitalist societies retailing is arguably the most 
important interface between manufacturers and primary producers on the one hand and 
consumers on the other. As such retailers have a crucial role to play in addressing the 
ǁorld͛s ŵouŶtiŶg eŶǀiroŶŵeŶtal aŶd soĐial ĐhalleŶges aŶd iŶ ŵoǀiŶg toǁards a ŵore 
sustainable future. With this in mind this paper offers a preliminary examination of how the 
UK͛s leading retailers are embracing materiality as part of their corporate sustainability 
reporting processes. The paper includes an outline of the concept of materiality, a review of 
the exteŶt to ǁhiĐh the UK͛s top teŶ retailers address materiality in their current 
sustainability reports and offers soŵe refleĐtioŶs oŶ ŵaterialitǇ iŶ retailers͛ sustaiŶaďilitǇ 
reporting. 
The Concept of Materiality 
The concept of materiality has predominantly been associated with the financial 
world and more specifically with the auditing and accounting processes of financial 
reporting. Here an issue ͚is ĐoŶsideƌed ŵateƌial to the ĐoŵpaŶǇ if its oŵissioŶ oƌ 
misstatement influences the economic decision of users (PGS 2013). However the concept 
has become increasingly important in sustainability and corporate social responsibility 
reporting but ͚Đoŵpaƌed to fiŶaŶĐial ƌepoƌtiŶg, sustaiŶaďilitǇ ĐoŶsideƌs a ďƌoadeƌ sĐope of 
action and covers a multitude of issues: environmental, social, economic aŶd ŵoƌe͛ and 
͚ƌeƋuiƌes a ŵoƌe ĐoŵpƌeheŶsiǀe defiŶitioŶ of ŵateƌialitǇ͛ ;PG“ 2013). At the same time 
Eccles et. al. (2012) have argued that in defining materiality in nonfinancial reporting ͚ŵoƌe 
emphasis is placed on defining the user of the information, typically described as 
stakeholders rather than shareholders and emphasising the importance of considering the 
iŵpaĐt of Ŷot pƌoǀidiŶg iŶfoƌŵatioŶ.͛ 
That said there is little consensus about what constitutes materiality in sustainability 
reporting and a number of definitions can be identified. There are sets of definitions that 
focus principally on investors and shareholders .The International Integrated Reporting 
Council (2013), for example, in advocating the integration of financial and non-financial 
reporting, suggests that ͚a ŵatteƌ is material if it is of such relevance and importance that it 
could substantively influence the assessments of providers of financial capital with regard to 
the oƌgaŶizatioŶ͛s aďilitǇ to Đƌeate ǀalue oǀeƌ the shoƌt, ŵediuŵ aŶd long term. In 
determining whether or not a matter is material, senior management and those charged 
with governance should consider whether the matter substantively affects, or has the 
poteŶtial to suďstaŶtiǀelǇ affeĐt, the oƌgaŶizatioŶ͛s stƌategǇ, its ďusiness model, or one or 
more of the capitals it uses oƌ affeĐts.͛  There are also definitions that embrace a wide range 
of stakeholders. PGS (2013), for example, argues that ͚ŵateƌialitǇ aiŵs to ideŶtifǇ the 
societal and environmental issues that present risks or opportunities to accompany while 
takiŶg iŶto ĐoŶsideƌatioŶ the issues of ŵost ĐoŶĐeƌŶ to eǆteƌŶal stakeholdeƌs.͛ The Global 
Reporting Initiative (GRI), for example, asserts that ͚ŵateƌial topiĐs foƌ a ƌepoƌtiŶg 
organisation should include those topics that have a direct or indirect impact on an 
oƌgaŶisatioŶ͛s aďilitǇ to Đƌeate, pƌeseƌǀe oƌ eƌode eĐoŶoŵiĐ, eŶǀiƌoŶŵeŶtal aŶd soĐial ǀalue 
foƌ itself, its stakeholdeƌs aŶd soĐietǇ at laƌge͛ (GRI 2014). More generally the GRI suggests 
that ͚sustaiŶaďilitǇ iŵpaĐts Đƌeate ďoth oppoƌtuŶities aŶd ƌisks foƌ aŶ oƌgaŶisatioŶ͛ and that 
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͚the aďilitǇ of aŶ oƌgaŶizatioŶ to ƌeĐogŶise oppoƌtuŶities aŶd ƌisks aŶd aĐt effeĐtiǀelǇ iŶ 
relation to them, will determine whether the organization creates, preserves or erodes value͛ 
(GRI 2014).  
KPMG (2014) argued that a review of definitions of materiality clearly suggests that 
͚theƌe is aŶ oďǀious distiŶĐtioŶ iŶ thƌee keǇ aƌeas: sĐope ;the ƌaŶge of iŶfoƌŵatioŶ pƌoǀidedͿ, 
stakeholder groups (those whose perceived interests are likely to be affected), and time 
frame (the time period applied)͛ and it argued that ͚these ǀaƌiaďles aƌe iŵpoƌtaŶt iŶ that 
theǇ defiŶe the ďouŶdaƌies of ŵateƌialitǇ ŵade ďǇ oƌgaŶisatioŶs.͛ More specifically KPMG 
(2014) develops these three areas in the context of the increasing recognition within 
businesses of the importance of ͚Ŷatuƌal Đapital͛ which is taken to include ͚Ŷatuƌal 
ƌesouƌĐes͛, ͚eŶǀiƌoŶŵeŶtal assets͛, ͚ecosystems͛, ͚eĐosǇsteŵ seƌǀiĐes͛ aŶd ͚ďiodiǀeƌsitǇ.͛  
KPMG (2014) suggests that the changing boundaries of what constitutes materiality are 
͚likelǇ to eŶhaŶĐe the iŶteƌest iŶ aŶd the justifiĐatioŶ foƌ Ŷatuƌal Đapital͛s ĐoŶsideƌatioŶ iŶ 
Đoƌpoƌate ŵateƌialitǇ assessŵeŶts iŶ ƌelatioŶ to the thƌee keǇ aƌeas.͛ Thus the scope of 
issues can be seen to be continually widening, a much wider range of stakeholders, 
including local communities and non-governmental organisations, need to be included when 
assessing what is material for natural capital and the time frame may need to be reviewed 
to incorporate both medium and long term impacts on the environment. 
The way in which materiality is identified and operationalized varies from one 
company and organisation to another but PGS (2013) suggests that a number of common 
elements can be identified. These include:  
 ͚IdeŶtifiĐatioŶ of a uŶiǀeƌse of ƌeleǀaŶt eĐoŶoŵiĐ, eŶǀiƌoŶŵeŶtal, soĐial aŶd 
goǀeƌŶaŶĐe issues foƌ ĐoŶsideƌatioŶ͛ 
 ͚EǀaluatioŶ aŶd ƌaŶkiŶg of the leǀel of stakeholdeƌ ĐoŶĐeƌŶ ƌegaƌdiŶg eaĐh 
issue͛ 
 ͚EǀaluatioŶ aŶd ƌaŶkiŶg of the poteŶtial iŵpaĐt of the ĐoŵpaŶǇ oŶ eaĐh issue͛  
 ͚PƌeseŶtatioŶ of issues pƌioƌitizatioŶ, tǇpiĐallǇ iŶ ŵatƌiǆ foƌŵat that is 
suďseƋueŶtlǇ used to iŶfoƌŵ stƌategǇ aŶd ƌepoƌtiŶg͛ and  
 ͚ The pƌoĐess usuallǇ takes iŶto ĐoŶsideƌatioŶ suƌǀeǇs iŶǀolǀiŶg ĐoŶsuŵeƌs 
and sustainability experts, feedback from stakeholder meetings, engagement 
eǀeŶts, ŵedia sĐaŶs, iŶteƌŶal iŵpaĐt suƌǀeǇs͛ and ͚Đoƌpoƌate ƌisk ŵaps.͛ 
Common elements apart there is growing interest in defining and determining 
materiality on a business sector specific basis. Eccles et. al (2012), for example, suggested 
that ͚ǁhile Ŷot a paŶaĐea, ǁe ďelieǀe that deǀelopiŶg seĐtoƌ speĐifiĐ guideliŶes oŶ ǁhat 
sustainability issues are material to that sector and the Key Performance Indicators for 
reporting on them would significantly improve the ability of companies to report on their 
eŶǀiƌoŶŵeŶtal, soĐial aŶd goǀeƌŶaŶĐe peƌfoƌŵaŶĐe.͛ Further Eccles et. al. (2012) argued that 
by employing ͚guidaŶĐe that ideŶtifies the eŶǀiƌoŶŵeŶtal, soĐial aŶd goǀeƌŶaŶĐe issues that 
are material to a sector and how best to report on them, companies will have much clearer 
guidaŶĐe oŶ ǁhat aŶd hoǁ to ƌepoƌt.͛  
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Under the ďaŶŶeƌ ͚SustaiŶaďilitǇ- What Matteƌs͛ and as a ͚staƌtiŶg point for the 
discussion and planning around sector-speĐifiĐ ŵateƌialitǇ͛,  the Governance and 
Accountability Institute Inc.(2014) published a report of its research into the materiality 
reviews conducted by some 1,246 organisations worldwide, across 35 sectors,  as part of 
their sustainability reporting process. This research revealed that what is deemed to be 
material varies from one sector to another and from company to company. Within the 
agricultural sector, for example, the environment (more specifically bio-diversity), and 
human rights, (more specifically child labour and forced labour), are ranked highest while in 
the automotive sector the environment, (more specifically emissions, effluents and waste 
and the reclamation of products and packaging) and product responsibility,(more 
specifically particularly customer health and safety) are top ranked. The top rankings for the 
commercial service sector are product responsibility (more specifically customer privacy and 
compliance), economic issues ( more specifically indirect economic impact) and labour 
practices and decent work ( more specifically training and education), for the energy sector 
the environment (more specifically emissions, effluents and waste and biodiversity) and for 
the food and beverage sector product responsibility (more specifically marketing 
communications, customer health and safety and product and service labelling).  
Sector-specific materiality issues are also reflected at company level. The Chairman 
and the Chief Executive of Nestle, for example, reported ͚We ƌeĐogŶise that {….}  we need to 
contribute more broadly to the societies where we operate , which we are doing through a 
number of initiatives ranging from sourcing healthy drinking water in rural areas in Africa 
and Asia to supporting educational programmes for children in Eastern Europe, Asia and 
Africa. We are also partnering with the Fair Labour Association, a non-profit multi-
stakeholder initiative, to investigate whether children are working on cocoa farms so we can 
addƌess aŶǇ issues effeĐtiǀelǇ aŶd tƌaŶspaƌeŶtlǇ. ͛In a similar vein the Chairman of Peugeot 
Citroen reported that ͚AddƌessiŶg the ĐhalleŶges of sustaiŶaďle deǀelopŵeŶt ĐoŶtiŶues to ďe 
an integral part of our strategy. This is reflected in our Corporate Social Responsibility 
appƌoaĐh͛s foĐus oŶ laǇiŶg the fouŶdatioŶ foƌ all ĐoŵpoŶeŶts of sustainable mobility 
including cleantechs and innovative services; being a responsible employer: and being a 
fully-fledged paƌtŶeƌ to ouƌ host ĐoŵŵuŶities.͛ 
 
A variety of approaches have been developed to determine materiality as an integral 
component of sustainability reporting. The Sustainability Accounting Standards Board 
(SASB), for example, claims that its ͚MateƌialitǇ Map Đƌeates a uŶiƋue pƌofile foƌ eaĐh 
iŶdustƌǇ͛ and that it ͚is desigŶed to pƌioƌitize the issues that aƌe ŵost iŵpoƌtaŶt ǁithiŶ aŶ 
iŶdustƌǇ͛ and ͚to keep the staŶdaƌds to a ŵiŶiŵuŵ set of issues that aƌe likelǇ to ďe ŵateƌial͛ 
;“A“B ϮϬϭϰͿ͛ The ŵap Đlassifies issues uŶder fiǀe Đategories ŶaŵelǇ eŶǀiroŶŵeŶt: huŵaŶ 
capital; social capital; business model and innovation; and leadership and governance and 
then identifies high priority material issues on behalf of what SASB (2014) describes as the 
͚ƌeasoŶaďle iŶǀestoƌ.͛ More specifically the development of the map ͚ƌelies heaǀilǇ oŶ tǁo 
types of evidence: evidence of interest by different types of stakeholders and evidence of 
fiŶaŶĐial iŵpaĐt͛ (SASB 2014).  
 
The ͚ŵaterialitǇ ŵatriǆ͛ is perhaps the most common approach used to determine 
materiality issues. The matrix plots sustainability issues in terms of two axes namely, the 
influence on stakeholder assessments and decisions and the significance of environmental, 
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social and economic impacts. PriceWaterHouseCoopers (2014), for example, developed its 
͚sustaiŶaďilitǇ pƌioƌitisatioŶ ŵatƌiǆ͛ in 2011 based on surveys, interviews and desk based 
research from its, clients, its employees, potential recruits, regulators and non-
governmental organisations. Within this matrix while ͚ƋualitǇ aŶd ethiĐs͛ and ͚ďƌaŶd 
ƌeputatioŶ͛ were positioned highly on both the importance to the business and importance 
to stakeholder axes while ͚biodiversity͛ was positioned lowly on both axes 
(PriceWaterHouseCoopers 2014). In its 2013-2014 materiality matrix Siemens (2014) 
identified ͚deŵogƌaphiĐ ĐhaŶge͛, ͛uƌďaŶizatioŶ͛, ͚Đliŵate ĐhaŶge͛ aŶd ͚gloďalizatioŶ͛ as 
͚ŵega tƌeŶds͛ and positioned ͚Đoƌpoƌate ĐitizeŶship͛, ͚health aŶd safetǇ͛, ͚huŵaŶ ƌights͛ and 
͚affoƌdaďle aŶd peƌsoŶalised health Đaƌe͛ lowly on both axes, with ͚iŶŶoǀatioŶ͛, 
͚sustaiŶaďilitǇ iŶ the supplǇ ĐhaiŶ͛, ͛ƌesouƌĐe pƌoduĐtiǀitǇ͛ and ͚eŶǀiƌoŶŵeŶtal poƌtfolio͛ 
being positioned correspondingly highly.  
 
A range of benefits are claimed for those companies which embrace materiality as 
an integral part of their sustainability reporting process. Strandberg Consulting (2008), for 
example, suggested that materiality analysis can help companies to:  ͚ĐlaƌifǇ the issues dƌiǀiŶg loŶg teƌŵ ďusiŶess ǀalue͛  ͚identify and capture opportunities͛  ͚align sustainability and business strategies͛    ͚build and maintain a strong brand and reputation͛  ͚gain competitive advantage͛  ͚anticipate and maŶage ĐhaŶge͛ and that it can lead to   ͚shoƌteƌ, ŵore focused ƌepoƌts.͛ 
KPMG (2014) claims that ͚ŵateƌialitǇ assessŵeŶt is ŵuĐh ŵoƌe thaŶ a ƌepoƌtiŶg eǆeƌĐise͛ 
arguing that it is the foundation for ͚sustaiŶaďilitǇ stƌategy, target setting, stakeholder 
engageŵeŶt aŶd peƌfoƌŵaŶĐe ŵaŶageŵeŶt.͛ 
 
Looking to the future the introduction of new Global Reporting Initiative (GRI) 
standards for sustainability reporting seems likely to enhance the focus on materiality. The 
new guidelines, initially released in 2013, will apply to all corporate sustainability reports to 
be completed within GRI guidelines and frameworks that are to be published from January 
1st 2016. KPMG asserted that the new guidelines ͚put ŵateƌialitǇ ĐeŶteƌ stage͛ ,  they 
encourage ͚ƌepoƌteƌs to foĐus content on the issues that matter most to the business, rather 
than reporting on everything͛ and they look to make ͚ŵoƌe eǆpliĐit liŶks ďetǁeeŶ ŵateƌialitǇ 
and the management and performance information organisations should disclose in their 
report (KPMG 2013). More specifically, for example,  corporate sustainability reports should 
begin with a focus on material issues and maintain this focus throughout the report, include 
a detailed discussion of the processes by which the company  both defines and manages its 
material issues and provided details of where the impact of material issues is seen to lie. 
 
Materiality in UK Retailers Sustainability Reports 
In an attempt to obtain a preliminary picture of the eǆteŶt to ǁhiĐh the UK͛s leadiŶg 
retailers are embracing materiality as part of their sustainability reporting the top ten UK 
retailers (Table 1), ranked by the value of UK retail sales, were selected for study. Several of 
the selected retailers have a number of trading formats, including superstores, discount 
6 
 
stores and community convenience stores, and while some have stores in a number of 
countries others have a more limited geographical presence. Food retailers dominate the 
selected retailers and though many of them now offer a product and service range which 
eǆteŶds ďeǇoŶd food, seǀeŶ of theŵ ŶaŵelǇ, TesĐo, “aiŶsďurǇ͛s, A“DA, Wŵ. MorrisoŶ, the 
Co-operative Group, the John Lewis Partnership and Marks and Spencer, currently account 
for 81% of all UK food sales (Department for the Environment, Food and Rural Affairs 2014). 
Alliance Boots is an international pharmacy led health and beauty retailer, Kingfisher is 
Europe͛s largest hoŵe iŵproǀeŵeŶt retailer, aŶd the Hoŵe ‘etail Group speĐialises iŶ 
hoŵe aŶd geŶeral ŵerĐhaŶdise aŶd is the UK͛s largest ŵulti-channel retailer. While 
Walŵart ;A“DA͛s pareŶt ĐoŵpaŶǇͿ, TesĐo, Marks aŶd “peŶĐer aŶd AlliaŶĐe Boots trade froŵ 
Ϯϴ, ϭϯ, ϰϳ aŶd ϭϳ ĐouŶtries respeĐtiǀelǇ, “aiŶsďurǇ͛s aŶd Wŵ. MorrisoŶ oŶlǇ haǀe retail 
outlets within the UK. All of the selected retailers have a high profile and as such might be 
seen to reflect how the retail sector of the economy is adopting materiality within its 
sustainability reporting process. The authors digitally searched each of the selected 
retailer͛s ŵost reĐeŶt sustaiŶaďilitǇ/Đorporate social responsibility reports posted on the 
Internet for information on materiality in December 2014 employing Google as the search 
engine.  
The reǀieǁ of the seleĐted retailers͛ sustainability reports revealed marked 
variations in the extent to which they embraced materiality as part of the reporting process. 
Six of the retailers ŶaŵelǇ “aiŶsďurǇ͛s, Walŵart, Morrisons, Marks and Spencer, the Co-
operative Group and Kingfisher drew attention to the materiality process in producing their 
sustainability report. While the other four selected retailers, namely Tesco, the John Lewis 
Partnership, Alliance Boots and the Home Retail Group, drew attention in various ways to 
the priorities that informed and underpinned their sustainability reports, an essential initial 
element in determining materiality, they provided no explicit commentary on materiality 
per se.  
Marks and Spencer, for example, recognised that the company faces a wide range of 
environmental, social and ethical challenges and that it has to ͚to ŵaŶage a Đontinually 
evolving set of issues.͛ More specifically Marks and Spencer reports that its sustainability 
commitments were͛ assessed for materiality by M&S management, who ranked them in 
terms of their importance to stakeholders and importance to M&S on a 3xϯ ŵatƌiǆ.͛ The two 
axes of this matrix, namely importance to stakeholders and importance to M& S, are divided 
into three categories namely high, medium and low. In terms of importance to stakeholders, 
the high category includes issues that are ͚fƌeƋueŶtlǇ featured in the media, raised by key 
stakeholders oƌ iŶ keǇ sustaiŶaďilitǇ ďeŶĐhŵaƌks͛ while the low category includes issues 
which generally do not attract significant attention. In a similar vein the high and low 
categories in terms of importance to Marks and Spencer contain issues that are important in 
͚suppoƌtiŶg ďusiŶess stƌategǇ foƌ a laƌge paƌt of M&S opeƌatioŶs͛ and those ͚suppoƌtiŶg 
ďusiŶess stƌategǇ foƌ a sŵall paƌt of M&S opeƌatioŶs͛ respectively. While Marks and 
“peŶĐer͛s ŵaŶageŵeŶt are reported to have played the major role in positioning issues 
within the matrix these positions were ͚reviewed and amended where necessary according 
to diƌeĐtioŶ fƌoŵ EƌŶst aŶd YouŶg.͛ Marks and Spencer also reported that some 40 issues 
were rated as being of high importance to stakeholders and of high or medium importance 
to the company. Only issues in these two categories within the materiality matrix are 
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independently assured whilst the remaining seven categories are internally audited and 
assured. 
“aiŶsďurǇ͛s and Morrisons also report on employing a matrix approach in 
determining materiality. Sainsbury͛s, for example, claimed that its ͚ŵateƌialitǇ pƌoĐess helps 
us to focus on areas of most significance –ďoth foƌ ouƌ ďusiŶess aŶd the ǁideƌ ǁoƌld͛ and 
this process of focusing on the most material issues helps us to make a more direct link 
between our commercial strategy and the challenges we face regarding responsible 
opeƌatioŶs.͛ Sainsbury͛s reported that it ͚aŶalǇsed a ǁide ƌaŶge of iŶfoƌŵatioŶ to 
understand the key issues for different groups of people͛ and that it then prioritised these 
issues on a matrix whose two axes were ͚poteŶtial ďusiŶess iŵpaĐt͛ and ͚stakeholdeƌ 
ĐoŶĐeƌŶ.͛ Morrisons  reports addressing a wider constituency in determining materiality in 
that ͚ǁe ŵoŶitoƌ the ǁideƌ issues that affeĐt ouƌ ďusiŶess, take specialist advice, actively 
eŶgage ǁith ouƌ stakeholdeƌs, aŶd theŶ aŶalǇse ƌisks aŶd oppoƌtuŶities͛ before ͚plottiŶg 
theŵ oŶ a ŵateƌialitǇ ŵatƌiǆ.͛ The company reports that it has developed specific key 
performance indicators to drive and measure change.  
The Co-operative Group also claimed that its ͚ŵateƌialitǇ deĐisioŶ-making process 
ensures that we focus on the issues that matter most to our stakeholders and our business͛ 
and more specifically on ͚the issues that ƌefleĐt ouƌ sigŶifiĐaŶt soĐial, eŶǀiƌoŶŵeŶtal aŶd 
eĐoŶoŵiĐ iŵpaĐt aŶd that iŶflueŶĐe ouƌ stakeholdeƌs͛ assessŵeŶt aŶd deĐisioŶ ŵakiŶg.͛ In 
identifying which issues are material and in determining their significance the Co-operative 
Group consider a number of internal and external factors and a range of mechanisms. These 
include ͚ĐoŶsideƌiŶg issues ƌaised ďǇ ouƌ ŵeŵďeƌs ;eg thƌough the deŵoĐƌatiĐ pƌoĐess aŶd 
our membership engagement strategy) and other stakeholders (eg through customer 
participation in ethical policy formulation and employee and customer surveys) as well as 
considering business and society issues (as expressed through our business strategies and 
risk management processes, societal norms and emerging issues, external reporting 
staŶdaƌds aŶd ďeŶĐhŵaƌks.͛ However the company eschews ͚siŵplǇ ŵappiŶg these oŶto a 
ŵateƌialitǇ ŵatƌiǆ͛ and argued that such an approach ͚is Ŷot alǁaǇs effeĐtiǀe ǁheŶ dealing 
with the daily reality of evaluating and responding to ethical and sustainabilitǇ ĐhalleŶges.͛ 
Rather the Co-operatiǀe Group͛s ͚appƌoaĐh is to detail these ǀaƌious iŶputs aŶd theŶ set out 
the material importance of each issue͛ in its sustainability report. The company reported on 
its material issues under three overarching headings namely ͚soĐial ƌespoŶsiďilitǇ͛, 
pƌoteĐtiŶg the eŶǀiƌoŶŵeŶt͛ and ͚deliǀeƌiŶg ǀalue to ouƌ stakeholdeƌs͛ across some 15 
thematic areas including climate change, water and chemicals, international communities, 
promoting equality, suppliers and supply chains and employees. 
Kingfisher formally recognised that a wide range of social and environmental issues 
are relevant to its business and its stakeholders and reported that ͚ǁe pƌioƌitise ouƌ ŵost 
material issues through extensive consultation with external stakeholders and within our 
ďusiŶesses.͛ The company stressed that this is ͚ĐoŶtiŶual pƌoĐess͛ which includes identifying 
priority stakeholders, direct engagement with stakeholders via face to face meetings, 
investor roadshows, and membership of organisations dedicated to promoting the 
transition to a more sustainable future and working closely with key internal and external 
stakeholders to ideŶtifǇ prioritǇ issues. The aĐĐeŶt is oŶ deǀelopiŶg KiŶgfisher͛s aspiratioŶs 
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and targets and to identify which issues should ďe iŶĐluded iŶ the ĐoŵpaŶǇ͛s sustaiŶaďilitǇ 
reporting process and Kingfisher claimed to have set targets for ͚the majority of our most 
ŵateƌial issues.͛ Kingfisher also reported that a number of material issues including 
employment, governance and management, human rights, labour standards, pensions, 
public policy and advocacy and training and development are not part of this target setting 
process. In briefly addressing ͚ĐoŶteŶt ŵateƌialitǇ͛ Walmart reported that ͚iŶ additioŶ to 
tracking media activity and customer feedback we engage with internal and external 
stakeholders, including government and non-governmental organisations, to define the 
ĐoŶteŶt iŶĐluded iŶ this ƌepoƌt. ͛Further the company claimed that ͚ǁe iŶĐoƌpoƌate this iŶput 
prior to and during editorial development to ensure continuous dialogue, relevancy and 
tƌaŶspaƌeŶĐǇ.͛ 
Although the other four seleĐted retailers͛ stressed a Ŷuŵďer of priorities iŶ their 
sustainability reports they did not explicitly refer to the concept of materiality. Tesco, for 
example, reported ͚ǁe haǀe staƌted to taĐkle thƌee uƌgeŶt issues faĐiŶg soĐietǇ- food waste, 
health and Ǉouth uŶeŵploǇŵeŶt͛ and ͚hoǁ we are strengthening our work in four essential 
areas- trading responsibly, reducing our impact on the environment, being a great employer 
and supporting local communities- ǁhiĐh aƌe fuŶdaŵeŶtal to the ǁaǇ ǁe do ďusiŶess͛ but 
offered no information on the processes involved in determining these goals. The Home 
Retail Group identified five ͚good ďusiŶess pƌiŶĐiples͛, namely shoppiŶg foƌ toŵoƌƌoǁ͛, 
͚ďuildiŶg a gƌeat plaĐe to ǁoƌk͛, ͚ďeiŶg a good Ŷeighďouƌ͛, ͚keepiŶg ĐleaŶ aŶd gƌeeŶ͛ and 
͛souƌĐiŶg ǁith Đaƌe͛ ďut the ĐoŵpaŶǇ͛s sustaiŶaďilitǇ report proǀided no information on how 
it determined these principles. While the John Lewis Partnership did not address materiality 
in its 2014 ͚SustaiŶaďilitǇ ‘eǀieǁ͛ the company reported that ͚foƌ ϮϬϭϰ-2015 we are 
introducing a sustainability materiality assessment process to update our views of the issues 
that are most material to our business, so that we can better set our priorities and then plan 
aŶd iŶǀest aĐĐoƌdiŶglǇ.͛ Further the John Lewis Partnership stressed that this process ͚ǁill 
involve interviews with senior management across the Partnership, as well as our key 
stakeholders, to understand what matters most to them, to the business and to wider 
soĐietǇ.͛                                                                                                       
Discussion 
 Although the concept of materiality is increasingly seen within the business world as 
a vital element in sustainability reporting a preliminary reǀieǁ of the UK͛s top teŶ retailers 
current sustainability reports reveals there are significant variations in the extent to which 
these retailers are embracing materiality. In some ways this reflects the fact that the UK͛s 
leading retailers are essentially at the start of a long and potentially difficult journey 
towards sustainability. Marks and Spencer, for example has been reported as arguing that 
currently ͚Ŷo ďusiŶess iŶ the ǁoƌld ĐaŶ Đlaiŵ to haǀe Đoŵe ƌeŵotelǇ Đlose to sustaiŶaďilitǇ͛ 
(Barry and Calver 2009). More generally a number of issues merit discussion and reflection. 
Firstly there is little or Ŷo eǀideŶĐe that the UK͛s leadiŶg retailers haǀe adopted a seĐtor 
specific approach to the definition and determination of materiality as advocated by Eccles 
et. al. (2008) and perhaps this is not surprising in that the selected retailers have, by and 
large, developed their own individual approach to sustainability reporting. While some of 
the selected retailers provide limited information on the continuing development of their 
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approach to materiality there is no indication in the sustainability reports that any of the 
selected retailers have the political or commercial desire to adopt a retail sector specific 
approaĐh iŶ the iŵŵediate future. IŶdeed the preŵature Đlosure of the ͚‘aĐe to the Top͛ 
project (International Institute for Environment and Development 2004) project, originally 
designed ͚to tƌaĐk pƌogƌess toǁaƌds a gƌeeŶeƌ aŶd faiƌeƌ food sǇsteŵ͛ suggests a common 
approach will prove no easy task. Where individual retailers publicly promote what they see 
as their approach to sustainability as giving them a distinctiǀe positioŶ ǁithiŶ the UK͛s 
extremely competitive retail marketplace, this makes the development of a genuinely 
shared approach to the determination of a collective and agreed set of material issues a 
testing and potentially intractable challenge. 
 The objective of the Governance and Accountancy Institute͛s researĐh for the 
͚SustaiŶaďilitǇ What Matteƌs͛ research project mentioned earlier, was ͚to seƌǀe as a staƌtiŶg 
point for discussion and planning around sector-speĐifiĐ ŵateƌialitǇ͛ and the final report 
included work on ͚The ‘etaileƌs SeĐtoƌ͛ Governance and Accountability Institute Inc. (2012). 
While the retailers studied iŶĐluded a Ŷuŵďer of the ǁorld͛s leadiŶg retailers iŶĐludiŶg 
Carrefour, the Delhaize Group, Kroger, Target, Metro, C&A and Woolworths as well as 
Walmart, Marks and Spencer and the John Lewis Partnership which form part of the current 
study, the result might be seen to offer some indication of the collective determination to 
address materiality within the global retail community. The research reveal that the six 
highest ranked categories of material issues, in descending order, across the retailer sector 
are product responsibility; human rights; environment, economic factors; labour practices; 
and social issues, while the top ranked six specific issues are transport; customer health and 
safety; product and service labelling; diversity and equal opportunity; and prevention of 
forced and compulsory labour. Although the Governance and Accountancy Institute does 
not offer any commentary on these rankings the high priority accorded to product 
responsibility and to human rights, labour practices and customer health and safety, for 
eǆaŵple, ǁhiĐh ĐaŶ ĐlearlǇ iŶflueŶĐe a retailer͛s reputatioŶ aŶd ďraŶd iŵage ŵight ďe seeŶ 
to support the earlier arguments that the retailers͛ approaĐhes to the deterŵiŶation of 
materiality will reflect their business imperatives rather than a wider commitments to 
sustainability. 
Secondly while a variety of methods are employed in attempting to determine 
materiality there is a generic issue concerning the nature of the relationship between 
company interests and stakeholder interests. Where the company, and more specifically its 
executive management team, is principally, and sometimes seemingly exclusively, 
responsible for identifying and determining material issues within its sustainability reporting 
process. As such the company might also be seen to be essentially responsible for 
identifying its stakeholders and for collecting, collating and articulating their views on the 
priorities for the ĐoŵpaŶǇ͛s sustaiŶaďilitǇ strategies. However whether the leading retailers 
can realistically and comprehensively elicit and represent the views of all their stakeholders 
remains to be seen. Generally within the business world Banerjee (2008), for example, has 
argued that ‘despite their emancipatory rhetoric, discourses of corporate citizenship, social 
responsibility and sustainability are defined by narrow business interests and serve to curtail 
the iŶteƌests of eǆteƌŶal stakeholdeƌs.͛ More specifically Jones et.al (2013) have argued that 
the UK͛s leadiŶg retailers͛ defiŶitioŶs of, and strategic approaches to, sustainability can be 
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interpreted as being driven as much by short term business imperatives as by any long term 
commitments to a transition to a more sustainable future. Thus the accent appears to be 
upon making efficiency gains across a wide range of economic, social and environmental 
issues rather than on any genuine commitments to sustainability and to maintaining the 
integrity and viability of natural ecosystems and communities. 
A number of the selected retailers reported seeking to elicit stakeholder opinions on 
retailers͛ sustaiŶaďilitǇ priorities aŶd strategies via stakeholder panels and customer surveys 
and meetings with investors. This certainly suggests some retailers wish to look beyond 
their own commercial imperatives in determining materiality but Cooper and Owen (2007) 
council caution arguing that ͚ǁhilst the Đoƌpoƌate loďďǇ appaƌeŶtlǇ espouses a ĐoŵŵitŵeŶt 
to stakeholder responsiveness, and even accountability, their claims are pitched at the level 
of mere rhetoric which ignores key issues such the establishment of rights and transfer of 
poǁeƌ to stakeholdeƌ gƌoups.͛ More specifically Cooper and Owen (2007) suggested that 
͚hieƌaƌĐhiĐal aŶd ĐoeƌĐiǀe poǁeƌ pƌeǀeŶt the foƌŵ of accountability that can be achieved 
thƌough disĐussioŶ aŶd dialogue͛ aŶd that arguaďlǇ, at ďest, ĐoŵpaŶies ŵaǇ ͚favour 
shareholders over all other interested groups.͛ 
 Thirdly there are issues about how executive managers and/or stakeholders rank 
material issues in terms of both of importance and impact and about the nature of the 
materiality matrices they use to depict materiality. Listing material issues in rank order, for 
example, effectively fails to depict or to distinguish between the perceived orders of 
magnitude of importance and impact. Schendler and Toffell (2013), for example, argue that 
ǁhile ŵaŶǇ of the ǁorld͛s largest ĐoŵpaŶies, iŶĐludiŶg Walŵart, ͚aƌe ǁoƌkiŶg to ƌeduĐe 
energy use and waste, and many have integrated sustainability into strategiĐ plaŶŶiŶg͛  
……͛suĐh aĐtioŶs doŶ͛t ŵeaŶiŶgfullǇ addƌess the pƌiŵaƌǇ ďaƌƌieƌ to sustaiŶaďilitǇ, Đliŵate 
ĐhaŶge.͛ Schendler and Toffnell (2013) suggest that ͚shareholder analyses of businesses 
focus almost entirely on operational greening activities and policies, but not on whether 
companies can continue on their current course in a climate-changed world. In other words, 
suĐh aŶalǇses doŶ͛t aĐtuallǇ ŵeasuƌe sustaiŶaďilitǇ.͛Equally critically Schendler and Toffell 
(2013) further argue that many businesses that claim to be sustainability leaders ͚doŶ͛t 
ƌeĐogŶise the pƌiŵaĐǇ of Đliŵate ĐhaŶge͛ and that many businesses include ͚Đliŵate iŶ a 
ďasket of eƋuallǇ ǁeighted issues͛ like oĐeaŶs, foƌests oƌ fisheƌies͛ and that such an approach 
is ͚ŵisguided͛ in that ͚Đlimate vastly trumps (and often includes) those other environmental 
issues.͛ Although the issue of climate change is clearly ͚too ǀast foƌ aŶǇ siŶgle ďusiŶess͛ 
(Schendler and Toffell 2013) the major retailers are in a powerful and pivotal position in 
global supply chains in that they can exert a powerful influence on both production and 
consumption.  
It is also important to recognise that stakeholders may have very differing 
perceptions of not just what are material issues but also of the importance of sustainability 
per se. Lubin and Esty (2014), for example, suggested that while sustainability is becoming 
increasingly important within corporate strategies and that ͚aŶ iŶĐƌeasiŶg Ŷuŵďeƌ of 
companies are translating their sustainability strategies into financial gains and competitive 
stƌeŶgth͛ this approach is effectively contested in that ͚ŵost ŵaiŶstƌeaŵ iŶǀestoƌs ƌeŵaiŶ 
uŶĐoŶǀiŶĐed that sustaiŶaďilitǇ leadeƌship tƌaŶslates iŶto pƌofit aŶd ŵaƌketplaĐe suĐĐess.͛ 
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Further Lubin and Esty (2014) argued that ͚ǁhile some evidence exists linking sustainability 
leadership to market performance, most mainstream investors discount these findings and 
ƌeŵaiŶ oŶ the sustaiŶaďilitǇ sideliŶes͛ and that ͚sustaiŶaďilitǇ ƌepoƌtiŶg ĐoŶtiŶues to ďe 
framed in a language not familiaƌ to ŵaiŶstƌeaŵ iŶǀestoƌs.͛ 
At the same time concerns have also been expressed that the basic dimensions of 
the matrices that many large companies currently use to determine materiality are 
effectively not fit for purpose. Mark McElroy, Executive Director of the Center for 
Sustainable Organizations, for example, argued that ͚ǁhile it is ĐoŵŵoŶ pƌaĐtiĐe Ŷoǁ foƌ 
corporate sustainability reports to include materiality matrices, whether or not they serve 
their purpose is deďataďle͛ (McEvoy 2011).  MĐEǀoǇ͛s argument is that the majority of large 
companies have adapted the concept of the materiality matrix, initially favoured by the 
Global Reporting Initiative, to suit corporate rather than wider environmental, social and 
economic goals. More specifically he argued that ͚iŶstead of ĐoŶsideƌiŶg the impacts on the 
eĐoŶoŵǇ, the eŶǀiƌoŶŵeŶt aŶd soĐietǇ͛ as one of the two axes of the materiality matrix as 
proposed by the Global Reporting Initiative, the matrices contained in the sustainability 
reports published by many large companies focus ͚iŶstead oŶ ǁhetheƌ, aŶd to ǁhat degƌee, 
iŵpaĐts affeĐt the oƌgaŶisatioŶ aŶd/oƌ its ďusiŶess goals͛ (McEvoy 2011). More critically 
McEvoy (2011) claimed that this change ͚aŵouŶts to a peƌǀeƌsioŶ of the idea of ŵateƌialitǇ 
in sustainability reporting because it essentially cuts out consideration of what are arguably 
the ŵost ŵateƌial issues͛ namely the broad social, economic and environmental impacts of 
an organisation regardless of how they relate to  a particular business plan or stƌategǇ͛ 
(McEvoy 2011). 
 Finally and more practically a number of consultants and organisations offer advice, 
guidance and support to companies in determining materiality for their corporate 
sustainability reports and some outline illustrative examples provide a flavour of the nature 
of the services available to companies. DNV-GL, an international consultancy which stresses 
its ͚ǀisioŶ is to haǀe a gloďal iŵpaĐt foƌ a safe aŶd sustaiŶaďle futuƌe͛, for example, reports 
having been involved in developing standards that have underpinned the assessment of 
materiality issues for a decade and on working with ͚soŵe of the laƌgest aŶd leadiŶg gloďal 
companies to assess material issues and drive the development and execution of 
sustaiŶaďilitǇ stƌategies͛ (DNV-GL 2014). DNVL-GL outlines its three stage approach to 
materiality assessment. The input stage, involves ͚ďƌiŶgs ďest pƌaĐtiĐe iŶsights into the 
ŵateƌialitǇ pƌoĐess͛ while the evaluation stage involves ͚ǁeighiŶg ͚ƌisks, oppoƌtuŶities aŶd 
innovation against stakeholder, influence scale and scope.͛ At the output and dissemination 
stage, the consultancy looks to ensure that ͚the ŵateƌialitǇ pƌoĐess dƌiǀes stƌategǇ 
deǀelopŵeŶt, ĐoŵŵuŶiĐatioŶ aŶd ŵaŶageŵeŶt pƌoĐess iŵpƌoǀeŵeŶt͛ (DNV-GL 2014). 
Strandberg Consulting, trading under the banner of ͚SolutioŶs Foƌ A SustaiŶaďle 
Woƌld͛ provides ͚a ƌoad ŵap foƌ oƌgaŶizatioŶs ǁishiŶg to ideŶtifǇ the ŵost ŵateƌial issues to 
inform their sustaiŶaďilitǇ stƌategǇ aŶd ƌepoƌts͛ (Strandberg Consulting 2008). KPMG (2014) 
offers a ͚Gloďal MateƌialitǇ MethodologǇ aŶd Toolkit͛ to guide companies though materiality 
assessments. KMPG claims ͚eǆteŶsiǀe eǆpeƌieŶĐe iŶ adǀisiŶg ĐlieŶts oŶ gettiŶg the ŵost fƌoŵ 
materiality by integrating the process with risk identification and enterprise risk 
manageŵeŶt pƌoĐesses as ǁell as ďusiŶess stƌategǇ.͛ The materiality toolkit provides a 
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software solution to support companies at each stage of the materiality assessment 
process. More specifically KPMG advises potential clients that it ͚ĐaŶ tailoƌ aŶ appƌoaĐh for 
your first materiality assessment, or help more advanced organisations to align materiality 
outĐoŵes ǁith the ǁideƌ ďusiŶess stƌategǇ.͛ 
A more dedicated and homespun retail approach to assessing material issues has 
been developed by Retail Horizons as part of a wider package of ͚pƌaĐtiĐal tools ďased 
aƌouŶd ĐuƌƌeŶt tƌeŶds͛ designed ͚to help ƌetaileƌs plaŶ foƌ the Ǉeaƌs ahead͛ (Retail Horizons 
2014). Here a group work exercise, ideally designed for a range of employees drawn from 
across the company and ͚tƌusted eǆteƌŶal paƌtŶeƌs͛, enables the group to ͚ideŶtifǇ the ŵost 
important risk areas that need to be managed, and the opportunity areas that could be a 
souƌĐe of adǀaŶtage Ŷoǁ aŶd iŶ the futuƌe͛ (Retail Horizons 2014). The exercise has four 
stages which takes the participants from the identification and then the prioritisation of 
issues considered to be material through the plotting of these issues in matrix format and a 
discussion of their relative impact to an exploration of the implications for the company. In 
the first stage, for example, the participants are taken through a series of immersion 
activities designed to identify material issues and to examine the interactions between 
these issues. In the final stage participants are invited to examine how the major material 
issues affeĐt ĐoŵpaŶǇ͛s strategǇ, its range of products and services, its markets and its 
organisational set up and to discuss how the company might manage material risks and 
capitalise on material opportunities. 
Conclusion 
 The concept of materiality has traditionally been associated with financial reporting 
but a growing number of large companies are looking to embrace the determination of 
material issues as an integral part of their approach to sustainability reporting. That said 
while there is only a limited consensus about what constitutes materiality and a variety of 
approaches have been adopted to determine material issues, a range of benefits are 
claimed for those companies which wholeheartedly embrace the concept as an integral part 
of their corporate sustainability reporting process. Large retailers have a pivotal role in the 
supply chain in that they are in a position to drive more sustainable patterns of production 
and consumption. However this exploratory paper reveals marked variations in the extent 
to ǁhiĐh the UK͛s leadiŶg retailers haǀe eŵďraĐed ŵaterialitǇ as part of their sustainability 
reporting process and there was little or no evidence of a collective sector specific approach 
to materiality within the retail community. While siǆ of the UK͛s top teŶ retailers dreǁ 
attention to materiality in their current sustainability reports, some of the six made very 
limited reference to how they had determined material issues, and while the remaining four 
retailers identified a number of priorities in their sustainability reports they made no explicit 
reference to materiality. Looking to the future it is far froŵ Đlear that the UK͛s leadiŶg 
retailers will adopt a sector specific approach to the determination of material issues for 
sustainability reporting. Even if they continue to develop their approaches to sustainability 
reporting independently they still seem certain to face major challenges in looking to 
reconcile the potentially contested relationships between executive management teams, 
investors and a wider range of stakeholders and in operationalising the concept of 
materiality and in ranking and/or depicting material issues. 
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TABLE 1: TOP TEN UK RETAILERS 
RETAILER UK RETAIL SALES (2012/13)(£M) CORPORATE WEB SITE ADDRESS 
Tesco £43, 579 http://www.tesco.com/ 
“aiŶsďurǇ͛s £23,303 http://www.sainsburys.co.uk 
ASDA £22, 814 http://www.walmart.com/ 
Wm. Morrison £18,116 http://www.morrisons.com/ 
Marks and Spencer £8, 951 http://www.marksandspencer.com/ 
John Lewis Partnership £8, 466 http://www.johnlewis.com/ 
The Co-operative Group £8,289 http://www.co-operative.coop/ 
Alliance Boots £6, 547 http://www.allianceboots.com/ 
Home Retail Group £5, 362 http://www.homeretailgroup.com/ 
Kingfisher £4,316 http://www.kingfisher.com/ 
(Source: Adapted from Retail Week 2014) 
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